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1. Raefarence 1s made to your nemoramduw of 10 Msrch 1248, requesting
interpretation and clarification of Seotion & of the Act of ‘upust 2, 1946,
60 ntete 208 {Public Law 800) in the light of certain Confidential Funds
Brenoh prectices relsting to the sals or sxchangs of variocus none
axpendeble items of eqgquipment.

2. You state {e) that it hes been the practice of Confidentisl
Fande Brapch, spocifioslly wlth respect %o subomobiles, to scoumilete
the proceeds from tha sals of sutos end charge the eniire cosis of pur=-
chase to the fund to the sxtent th«it gross precseds of all scles exceed
the cost of sll purchaszes; (b) that beceuze of administrative difficulty
snd expenses in interzeme transfers, spsoific seles snd specific pure
chases have not been tied ing {(¢) that it is felt thet one new osr may
raplsee in cost and efficiency more than dne old car and that it canmot
be presently deternined thet more than one old cer wes disposed of for
the purpcse of aegquiring one new cars and (d) that st the end of the
fiscel year, any net balence ramalring in ths fund indicexting an excess
of proceeds from sales over ccst of purcheses will be covered into the
inited Stetes Treesury a8 a ziscellaneous receipth,.

%, Section & of iublic Lew 800 provides sz follows:

"In purchesing motorspropellsd or snimeledrawn vehiocles or
tractors, or road, sgricultursal, mamufecturing, or leboratory equipe-
ment, or boats, or psris, accessorliss, tires, or equipment thereof,
or any other article or item the exchsnge of which iz authorized
by lew, the head of any department or his duly authorized reprow
sentative may exchange or sell similer items end apply the exchange
sllownnces or prooeeds of srles in such cnses in whols or in part
paynent therefors PROVIDED, Thet eny transaction cerrisd out
under the authority of this section shall be evidenced in writing.”

4. In 27 Comp. Gene 30 it wes held, quoting from the syllabus:

"mdar gection & of the administrative expense strtute of Aupust 2,
1548, authoriszing applicstlion of the proceads of sale or the exchmre
ellowmnce of used vehlclas, stc,., toward the purchase of new similar
equipmont, two or more old units of eculpment may be traded in or
sold and the proceeds thereof applied toward the purchesze of s unit
of new squipment if, in fect, the one is tc he used ss a replasencnt
for the old; howevar, il the old equipment is surplus, the erchange
or snle thereof in comnection with ihe purchece of new is rot authe
srigedweit beinz for disposition under thé applicuble provizions
of the Surplus Property fot of 1944.,"
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5. n the basis of thie result, therefere, the practics referred
%o in 2.a. above should be adjusted te conform with the conclugions
reached in the foregoing decision, %“here a strong factual srosentation
nas been made thet two units nay be exchanged for one there would &ppesr
to be no legal objection to the tradew~in or sale of two or more units
of old equipment and the purchase of a single unit of new squipment if
the unit of new equiprent, in fact, is to be ussd as a replacenent fop
the two or more units or old equipment, Hawewr, B8 & genersl practice,
it would definitely be opposed to the intendment of the statute and the
interpretations placed thereon by the General Accounting Cffice in its
decislons construing the section involved. In this connection, 26 Comg,
Gen, 256 1s pertinent. ilere it wes held, quoting fron the syliahuaz

"Where, in the exchange of eguipnment under the Provigions of
section 8 of the adwinistretive Gxpense statute of sugust 2, 19k6,
five usoed cameras are sxchanged for a new Gamers, wiich camera
actually is in replacencnt of but one of the five 5ld cameras, the
difference between the value of the replacad camera and the purchase
price of the new one is fop charging against the apgplicable appro-
priation and for crediting to miscellaneous receipts in accordance
with the provisions of the Surplus Property Act of 19Lk,w

6e In this regard some of the language of this decimion is interesting
and is quoted directly below,

"Ordinarily a new item of equipment is purchased to replace but
one iten of old squlpment, It is only in extraordinary amwtannes,
wiien the item of now equipment is so far advanced technically and
performa the work so many tinmes nore efficiently than the old equipe
ment, that it fToperly may be sald that ti® new aquipment is to take
the place of wore than one item of ol equipnent, Accordingly, on
the basis of the present record it ia to be ;resumed thet the new
Recordak camera actually is in replacesent of but one of e five
old Reecordsk cameras," '

Te The practices referred to in peragraph 2,b. above do not aupear
to present an. real difficulty, In decigion Be73347, dated 2 ¥ebruary
1949, the Fublic roads dduinistration requested approval of a procedure,
"where old equipsent of the Publie noads Administration, used scascnally,
is disposed of prior to the issuance of purchase orders for replacecuents,
that the proceeds of sale be eredited to the Boceipt Account REOGESO
Ueposits, Procoeds of Lale, motor propelled vehicles, ate,, 1949 Fedorgl
Works Ageney, Publie soads Admintstrationt 1 that the Schedules of i (22
Jeetions in such instances indicate that the mopies cover proceeds of gale
of squipment at the end of the construction season ard that administrative
deterulnation has boen made t¢ purchase similay equipment in the fiscal
Jyear and that subsequent accounting documents peovide proper cross iden~
-bification,” The vomplroller General ruled that the proceeds of sals of
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' be used only where the equipment purchared is
’:?;1?]3 gzuﬁeﬁ mlmmw‘b of* the old ag,uig:ment. It wos poiztmf
out there was no statutery requirensnt thet (1) the gale c: axsﬂm;‘.&e‘d
of the old eguipment be simultanecus with the purchase of ah? rep ”{n
equipment or (2) the sole of sach must prt?odo in point ng time m:
subsequent Lo the purchese (28 Compe Gane 729)s Thae Cmap*cz};:na; Gene
orsl stressed, however, that. the esquipment puruhu'ceai mz.;g b . r?-n a81)
placenent for the old equipment and be a similer z.ffsm 26 Compe ;m .1 3
and that unless s finding teo that effect 1s made, %he proseeds of sale
of the old sguipmont may not o applied against the purohase pricaief
the replecements Thae Comptroller ccnulude:i thaii there was no imfa .
cbjection to the preposed action by the 'Puolifa aoa{iq Mministra&.o’nh
it wag ahown on the sohedule of Callectlcous tf}at the monlas cover thsa
sale of sguipment and bhal an ednini trative determinstion had bewﬁ
ande to purohsse new similar equipment later in the risosl year. Fow=
ever, this decision is net suthority for the gensrsl plaoommtgai tzzu
procseds of zale of squipment into s limitetion acoount {+nle of Louipe
ment) =nd the withdrewal therefrom so long »s subzequent pv:mhasomm
doouments provids similer information, thersby ensbling a tie-in aen
the sale of old sguipment anc the purchese of uew similer equipment.

ts In this connection, in e oase invelving & similer devics, it
was held in 27 Compe Jene 478 that although a doocuzent as ;:rc;gased "
above would show thet funds used o neke payment on agcount of & goner
olass ol naw equipment wers derived from thp_proc-oda of sale oi: old
equipment of the ssme genersl clars, the supportlns pepers would not
show Lhat 4he funds used to muke payment on mooum:;of 8 partiouler
vehiocle or unit were dorived fram the sale of an oldé vehicls or unit
which it would roplass. The Comptroller Jenerel conoluded that since
the proposed action would not permil the identification of partiﬂular‘
purshases with rolsted ssles, the accounting for grmnotions t?ur?undar
would not comply with provisioens of festien & of Public Lew 800, e
observed thet identifioation would e limited to a reference of & class
of sales to e similer class of purghasor,

9, The prastice referred to in paragraph 2.c. sbove presenta some
difficulty and should be awended in the 1ight of statements previously
msde. In this regard, it can only be omphssiged that the Comptroller
senarsl hes ruled thet while the procoeds of sele of ons old unit may
be applied ngainst the purchase of e new one in replscement thereof, i
1s the plain intent of the statute to pernit the proceeds of the sa}e
of particular items of old or used equipnent to be spplied only ngainst
the purchass price of a perticular item of now equipment with which the
old is to bw replaged (27 Compe “ane 477)e

10, A& was pointed out in decision 8-73347, supra, thore is no :
legal objection te crediting the procseds of sale to s separste receipt
ancount 5o long a8 1i {s shown on tho Sehedule of Colleotions that the ;
money coversd the sale of equipment and that an adminiotrative detorminetion
had besn msde reflecting a dedication of funds to the purchase of simi.
lar new equipment later in the fisocal ysar,
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1l. The practice contemplated in paragrash 2.d. above should be
harmonized with the statements of paragraph 5 hereof, Basically, tress
rulings hold against the deposit of cash received in excess of a tangible
allowance intc a special recelipt account, said cash excess to b: made
available to purchase additional equipment at a later date. In this conw
nection the conclusions of 27 Comp, Gen. L77=478 and the ultimate find-
ings of 28 Comp. Gen, 256 should be reviewed. The later mentioned decision
tavolved a mituation providing that five kecordak cameras were to be used
as an exchange allowance on cne Recordak camera. The bid receiv.d from
the contractor specified $2,100, as the amount of such exchange allowance
and apparently fixed J1 SE0+ as the price of the new camera, thus resulting
in an excess exchange aﬁammce of $8%0., which amount was received by the
Bureau of Census and dejosited temporarily in :pecial Deposits. The agency
then inquired whether, if such gaiment of cash was permisgible, the amount
of such payment might bs deposited into the Special iund Receipt Account
6690, Proceads of Sales, Motor Propelled Vehicles, etc., and be made
available to purchase aciitional mieroeflim equipuent from Hecordak Corpor-
ation, namely niero-film readers, without which a microe«film camera was
of no value, The Comptrcller General held that not only would it be re-
quired that the excess receipt from the proceeds of the sale be deposited
and govered into the Treasury ¢f the Unlted States as a miscellaneous
receipt but there alsa would be required to be deposited the difference
between the value of the replaced unit and the balance allowed by the
contractor toward the purchase price of the new unit,

12, You have also reguested that this office furnis:: you wit: a
elarification of the extef% to whith Section & of Public Law 600 applies
to non-expendable equipment. It 1s apparent that Zeetion 8 not only
applies to those items which are specifically mentloned but to those which
may log! be related, It should be noted that Section 8 also applies
to any other article or item, the exchange of which is authorised by law.
Usually this authority would be found in specific Agency appropriation
astyor in some act of general application to the various Government departe
ments and agencies, In the event that you are confronmted with a doubtful
case the matter should be referred to this office.

LAWRENCE R. HOUSTON
General Counsel
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